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$ The operating profit margin (operating profit divided by revenue) of the three major labels over the past ten years was also positive. 
Record Label Operating Profit
THE BROADER MUSIC INDUSTRY
The recorded music industry is part of a much larger eco-system that supports the creation and distribution of music. The profits of that larger eco-system are difficult to measure, but one indication is the profitability of singing competition television show American Idol. 9 During the 2012-2013 season, American Idol grossed $836 million in advertising revenue.
10 (Total ad revenue for the first eight seasons was estimated at $6.4 billion.
11
) Sponsorships by companies such as Ford and Coca Cola for logo and product placement added another $60 million.
12
The production cost of a season is approximately $170 million and the salaries of the judges are around $30 million. 13 Fox has not disclosed the amount of license fees it pays music publishers for the right to perform the songs, but the license fees for an episode of Glee have been estimated at $200,000 an episode.
14 Using that figure for the 56 hours of a season of American Idol translates to $11,200,000. This indicates that Fox could net as much as $600 million for a season of American Idol.
Fox further benefits from its ability to promote other Fox shows during an Idol broadcast, and the increased viewership in shows before and after an Idol episode. For their part, the music publishers benefit not only from the license fees they receive from Fox, but also from the license fees they receive from iTunes for downloads of the songs (either the original covers or the covers by the Idol competitor) stimulated by their performance on Idol. Idol The success of American Idol has spawned imitation singing competition shows such as The Voice and The X-Factor. It has also led to the creation of dance competition shows such as Dancing with the Stars and So You Think you Can Dance. Further, American Idol has had a global impact. It is broadcast in over 100 countries, deepening the popularity of American music. Additionally, the producers of American Idol and the UK show on which it is based, Pop Idol, have created over 40 other singing competition shows in regions around the world, which have over 6.5 billion viewers in 150 countries.
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To be sure, relatively little of enormous revenue generated by American Idol and its progeny makes its way directly to the record labels. But it has greatly enriched the larger entertainment industry by funneling billions of dollars of advertising revenue to media companies such as 21st Century Fox and Bertelsmann. It also has created a new generation of performers, and introduced older genres and songs to a new generation of listeners, thereby promoting the vibrancy of the global music industry.
Likewise, little of the $5.1 billion in revenue for the North American concert business goes to the record labels. Instead, the performers themselves receive the profits. Growth in the concert business has been strong, tripling from $1.7 billion in 2000.
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CONCLUSION
The record industry points to its declining global revenue as justification for stronger copyright enforcement measures. But the continued profitability of the record industry belies that justification. Moreover, the music industry as a whole is flourishing, thanks in part to alternate revenue streams such as programs like American Idol. The fact that sectors of the entertainment industry other than the record labels are reaping most of these financial rewards should be of no concern to policymakers.
Additionally, the recent decline in the ratings of singing competition shows, and the revenues they generate, cannot be blamed on copyright infringement. Rather, this decline is attributable to market saturation and changing consumer preferences. The entertainment industry surely will soon find ways to replace this depleting gold mine. April 14, 2014
